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SUBJECT: BANK WITHDRAWALS IN WAKE OF PROPOSED NEW TAX LEGISLATION 

REF: CAIRO 2332 

1 . ONE OF UNINTENDED RESULTS OF PROPOSED GOE LEGISLATION TO 
REQUIRE DECLARATION OF ASSETS BY THOSE WHOSE INCOMES EXCEED 
L.E. 1200, HAS APPARENTLY BEEN A RASH OF WITHDRAWALS FROM 
BANKS, SINCE CASH IS OBVIOUSLY LESS EASILY TRACEABLE THAN AN 
ACCOUNT. 

2. OFFICIAL OF ONE U.S.-OWNED OFFSHORE BANK TOLD EMBOFF THAT 
CURRENT ESTIMATE IN BANKING CIRCLES IS THAT LIQUIDITY OF 
EGYPTIAN BANKING SYSTEM HAS DECLINED BY 5 TO 7 PERCENT IN 
LAST FEW DAYS. HE SPECULATED THAT SMALL BUSINESSMEN WOULD BE 
HARD HIT BY THE RESULTING CREDIT CRUNCH, AND SOME MIGHT GO OUT 
OF BUSINESS. 

3. WITHDRAWAL PHENOMENON, THOUGH IT MAY BE SHORT-LIVED, IS 
CLEARLY RUNNING COUNTER TO ANOTHER OBJECTIVE OF PROPOSED NEW 
TAX LEGISLATION— TO ENCOURAGE THRIFT AND INCREASE FUNDS 
AVAILABLE FOR INVESTMENT, 
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STIMULATING THE FLOW OF MONEY INTO THE BANKING SYSTEM THROUGH 
RAISING INTEREST RATES ON DEPOSITS. 

4. RELATED DEVELOPMENT IS SHARP INCREASE IN PRICE OF GOLD IN EGYPT, 

WHICH IS REPORTED TO HAVE GONE UP SOME LE 250 PER KILO IN WAKE OF 
ANNOUNCEMENTS CONCERNING DECLARATIONS OF WEALTH THAT WILL BE REQUIRED. 
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MERCHANTS IN BAZAARS HAVE SUSPENDED SALES OF JEWELERY, SINCE 
THEY ARE UNSURE AT WHAT PRICE THEY WILL HAVE TO BUY REPLACEMENT 
GOLD. THIS IS PROBABLY WHERE AT LEAST SOME OF THE MONEY COMING 
OUT OF BANKS IS GOING. 
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